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1HZ <RUN� 2[IRUG 8QLYHUVLW\ 3UHVV� ����

$IWHU �� \HDUV LQ WKH GHYHORSPHQW EXVLQHVV� WKH :RUOG %DQN KDV PDGH WKH VWDUWOLQJ ILQGLQJ
WKDW WKH VWDWH PDWWHUV� 7KH ���� :RUOG 'HYHORSPHQW 5HSRUW �:'5�� VXEWLWOHG �7KH 6WDWH LQ

D &KDQJLQJ :RUOG�� WHOOV XV ZK\ WKDW LV VR� DQG ZKDW SXEOLF RIILFLDOV VKRXOG GR WR EXLOG DQ
�HIIHFWLYH VWDWH�� 7KH :'5 WKXV SURYLGHV XV ZLWK VRPHWKLQJ OLNH WKH HFRQRPLVW
V HTXLYDOHQW
RI 7KH 3ULQFH� JLYLQJ D UDWLRQDOLVWLF DFFRXQW RI JRYHUQPHQW SROLF\PDNLQJ DW D WLPH ZKHQ
WKH VWDWH
V YHU\ H[LVWHQFH LV WKUHDWHQHG E\ DOO PDQQHU RI IRH� ERWK LQWHUQDO DQG H[WHUQDO�

/LNH 0DFKLDYHOOL� WKH DXWKRUV RI WKH :'5 DUH ZULWLQJ DW D WLPH ZKHQ VWDWH VWUXFWXUHV DUH LQ
WKH PLGVW RI D SURIRXQG WUDQVIRUPDWLRQ� 0DFKLDYHOOL
V REMHFWLYH ZDV WR SURYLGH DGYLFH WKDW
ZRXOG PDNH KLV EHQHIDFWRU
V SROLWLFDO VXUYLYDO PRUH OLNHO\ LQ D UDSLGO\ FKDQJLQJ
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HQYLURQPHQW� 7KDW LQYROYHG PDWFKLQJ JRDOV ZLWK FDSDELOLWLHV�WKLV LV DOVR WKH FUX[ RI WKH
%DQN
V DGYLFH�DQG LW GHSHQGHG DV ZHOO XSRQ WKH LQWDQJLEOH OHDGHUVKLS TXDOLWLHV RI WKH
3ULQFH KLPVHOI� <HW HYHQ WKH EHVW�JRYHUQHG VWDWH PD\ IDOO SUH\ WR V\VWHPLF IRUFHV WKDW DUH
EH\RQG LWV FRQWURO� DQG LQGHHG HYHQ WKH PRVW SRZHUIXO FLW\VWDWHV DUH QRZ MXVW D KLVWRULFDO
PHPRU\�

:K\ WKHQ LV WKH %DQN VHHNLQJ WR UHYLYH WKH VWDWH ZKHQ LW VHHPV LQFUHDVLQJO\ IHHEOH" 'RHV
WKH QDWLRQ�VWDWH VWLOO UHPDLQ WKH RUJDQL]DWLRQDO IRUP EHVW VXLWHG WR WKH FRQWHPSRUDU\
LQWHUQDWLRQDO HQYLURQPHQW" :K\ QRW IRFXV LQVWHDG RQ SRVVLEOH DOWHUQDWLYH LQVWLWXWLRQDO
DUUDQJHPHQWV� LQFOXGLQJ� IRU H[DPSOH� D JUHDWHU UROH IRU WKH :RUOG %DQN LQ LQWHUQDWLRQDO
HFRQRPLF PDQDJHPHQW" 7KH VLPSOH DQVZHU LV WKDW LQ WKH :'5 WKH %DQN� OLNH 0DFKLDYHOOL�
LV DGGUHVVLQJ LWV RZQ EHQHIDFWRU� ZKLFK LV� RI FRXUVH� WKH VWDWH� 7KH %DQN FDQQRW GR PXFK
WR DOWHU WKH LQWHUQDWLRQDO V\VWHP IRU JRRG RU LOO� DOO LW FDQ GR LV WR SURYLGH LWV FOLHQWV ZLWK D
VHW RI �EHVW SUDFWLFHV��

,Q WKH HYHQW� WKH %DQN KDV UDUHO\ EHHQ DW WKH FXWWLQJ HGJH ZKHQ LW FRPHV WR LGHQWLI\LQJ
PDMRU JOREDO WUHQGV� ,W KDV ODJJHG LQ IRFXVLQJ RQ VXFK DUHDV DV HQYLURQPHQWDO
GHJUDGDWLRQ� SRYHUW\� DQG FRUUXSWLRQ� ,Q HDFK FDVH� LW KDV EHHQ SXVKHG LQWR DFWLRQ E\
QRQJRYHUQPHQWDO RUJDQL]DWLRQV WKURXJK LWV PHPEHU FRXQWULHV �XVXDOO\ WKH 8QLWHG 6WDWHV��

,W KDV IDLOHG WR GHQRXQFH WKH FURRNHG SDWK RI 5XVVLDQ SULYDWL]DWLRQ�D SURFHVV WKDW LW KDV
JHQHURXVO\ VXSSRUWHGDQG WKH UHFHQW $VLDQ ILQDQFLDO FULVLV FDXJKW LW RII JXDUG�
8QIRUWXQDWHO\� WKH %DQN� ZLWK LWV FULSSOLQJ EXUHDXFUDF\� GXSOLFDWLYH IXQFWLRQV� DQG PDQ\
DJHQFLHV� VHHPV WR VSHQG PRUH WLPH RQ LQWHUQDO UHRUJDQL]DWLRQ WKDQ DQ\ RWKHU DFWLYLW\�

)RU DOO WKDW� WKH %DQN LV VWLOO KRPH WR FRQVLGHUDEOH KXPDQ FDSLWDO�QRW VXUSULVLQJ� JLYHQ WKDW

LW
V D JROGHQ FDJH�DQG WKH 5HSRUW EULQJV WR PLQG WKH WDOHQWV� RI ERWK WKH %DQN
V VWDII DQG
LWV FRQVXOWDQWV� ,W FRPSHWHQWO\ DQG FOHDUO\�LI QRW HORTXHQWO\V\QWKHVL]HV WKH PRVW UHFHQW
SROLWLFDO HFRQRP\ OLWHUDWXUH RQ WKH VWDWH �DQ DSSURDFK WKDW IRFXVHV RQ KRZ VHOI�LQWHUHVWHG
DFWRUV DGYDQFH WKHLU LQWHUHVWV�� PDNLQJ LW D XVHIXO WH[W IRU VFKRODUV� VWXGHQWV� DQG JHQHUDO
UHDGHUV ZKR ZLVK WR IDPLOLDUL]H WKHPVHOYHV ZLWK WKLV PHWKRGRORJLFDO DSSURDFK� ,W DOVR
SURYLGHV XVHIXO GDWD DQG QXPHURXV DQHFGRWHV DERXW JRYHUQPHQW DFWLYLWLHV DURXQG WKH
ZRUOG� +RZ SROLF\PDNHUV FDQ SURGXFWLYHO\ DGRSW LWV FRXQVHO LV� KRZHYHU� OHVV FOHDU� VLQFH�

DV WKH %DQN LWVHOI UHFRJQL]HV�WKH SDWK WR �JRRG� SROLF\PDNLQJ LV JHQHUDOO\ EORFNHG E\ DOO
VRUWV RI VSHFLDO LQWHUHVW JURXSV� )XUWKHU� LQ D JOREDO HFRQRP\� LW LV TXLWH SRVVLEOH WKDW
SROLFLHV YLHZHG DV EHLQJ �JRRG� IURP D GRPHVWLF SHUVSHFWLYH ZLOO EH VHHQ DV �EDG� IURP WKH
YLHZSRLQW RI IRUHLJQ LQYHVWRUV� DQG QRZKHUH DUH WKHVH WHQVLRQV JUDSSOHG ZLWK LQ DQ\
GHWDLO�

7R WKH %DQN� WKH LGHDO VWDWH LV DSSDUHQWO\ D UDWLRQDO� LQGHSHQGHQW DFWRU� IUHH RI WKH SXOOLQJ
DQG KDXOLQJ RI GRPHVWLF SROLWLFV� DQG SUHVXPDEO\ UXQ E\ HFRQRPLVWV� �,QGHHG� LQ D UHFHQW
DUWLFOH� �,V WKH *RYHUQPHQW 7RR 3ROLWLFDO"� WKH 3ULQFHWRQ HFRQRPLVW $ODQ %OLQGHU DQVZHUV KLV
RZQ TXHVWLRQ E\ DUJXLQJ WKDW WKH �LQGHSHQGHQW� )HGHUDO 5HVHUYH %RDUG SURYLGHV D
SROLF\PDNLQJ PRGHO WKDW VKRXOG EH PRUH ZLGHO\ DGRSWHG��
 $QG ZKLOH WKH :'5 PDNHV DQ
LPSOLFLW DUJXPHQW IRU GHPRFUDF\ �DOWKRXJK WKH UHODWLRQVKLS EHWZHHQ GHPRFUDF\ DQG
FDSLWDOLVP� PXFK OHVV EHWZHHQ GHPRFUDF\ DQG �JRRG� SROLF\PDNLQJ� LV KDUGO\
VWUDLJKWIRUZDUG�� LW WUHDWV DOO GHPRFUDFLHV DV SUHWW\ PXFK WKH VDPH� IDLOLQJ WR UHFRJQL]H
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ZKDW WKH SROLWLFDO VFLHQWLVW )DUHHG =DNDULD KDV UHFHQWO\ FDOOHG �WKH ULVH RI LOOLEHUDO
GHPRFUDF\��� ,Q VKRUW� WKH %DQN JLYHV XV SROLF\ ZLWKRXW SROLWLFV�

%XW PRVW LPSRUWDQW� LQ IRFXVLQJ RQ WKH UHVSRQVLELOLW\ RI WKH VWDWH DQG LWV LQVWLWXWLRQV IRU
IRUPXODWLQJ �JRRG SROLF\�� LW JLYHV VKRUW VKULIW WR WKH UROH WKDW H[WHUQDO DFWRUV� VXFK DV
FXUUHQF\ WUDGHUV� PD\ EH SOD\LQJ LQ XQGHUPLQLQJ WKH UROH RI WKH VWDWH� 7KDW LV ZKHUH PXFK
RI WKH UHDO DQDO\WLFDO DFWLRQ LV QRZDGD\V DQG ZKHUH WKH :'5 FRXOG KDYH PDGH D VLJQDO
FRQWULEXWLRQ� %XW VLQFH H[SUHVVLQJ WKH VOLJKWHVW GRXEW DERXW JOREDOL]DWLRQ
V XQLYHUVDO

EHQHILWV LV DQ LGHRORJLFDO QR�QR DW WKH %DQN
V :DVKLQJWRQ KHDGTXDUWHUV DW ���� + 6WUHHW�
FORVH DV WKH\ DUH WR WKH 8�6� 7UHDVXU\�WKH :'5 PXVW OHDYH XV XQVDWLVILHG LQ WKLV UHJDUG�

,Q WKLV DUWLFOH , H[DPLQH WKH VWDWH RI WKH VWDWH WKURXJK WKH H\HV RI WKH :RUOG %DQN DQG
RWKHU DQDO\VWV� $V ZH SURFHHG� ZH PXVW EH YLJLODQW LQ UHFRJQL]LQJ WKDW WKH %DQN LV KDUGO\ D

QHXWUDO REVHUYHU RI WKH QDWLRQ�VWDWH� ,W GHSHQGV XSRQ JRYHUQPHQWV IRU LWV YHU\ H[LVWHQFH
RQ ERWK WKH VXSSO\ DQG GHPDQG VLGHV� ,W LV JRYHUQPHQWV WKDW JXDUDQWHH WKH %DQN
V

IXQGLQJ DQG UHSD\ WKH ORDQV WKH RUJDQL]DWLRQ PDNHV� ,QGHHG� WKH ORDQV DUH PDGH WR
JRYHUQPHQWV� PHDQLQJ FHQWUDO JRYHUQPHQWV� 7KH %DQN LV D FUHDWXUH RI VWDWHV� DQG WKXV KDV
YHU\ UHDO PDWHULDO DQG LGHRORJLFDO LQWHUHVWV DW VWDNH LQ WKH GHEDWH RYHU WKH VWDWH
V IXWXUH�

:KLWKHU WKH 6WDWH"

7KH :RUOG %DQN ZDV HVWDEOLVKHG LQ ���� DW %UHWWRQ :RRGV� 1HZ +DPSVKLUH� DORQJVLGH LWV

�WZLQ�� WKH ,QWHUQDWLRQDO 0RQHWDU\ )XQG �,0)�� 7KHVH LQVWLWXWLRQV ZHUH DW WKH FRUQHUVWRQH

RI WKH QHZ� PXOWLODWHUDO HFRQRPLF RUGHU WKDW WKH 8QLWHG 6WDWHV KRSHG WR HVWDEOLVK DW WKH
FORVH RI WKH 6HFRQG :RUOG :DU� 7KH %DQN LV LQ IDFW PDGH XS RI VHYHUDO GLIIHUHQW RSHUDWLQJ
DJHQFLHV WKDW PDNH ORDQV DQG LQYHVWPHQWV LQ GHYHORSLQJ FRXQWULHV� EXW LWV PDLQ WDVN

UHPDLQV ZKDW LW KDV DOZD\V EHHQ� WKH SURYLVLRQ RI ODUJH ORDQV WR FHQWUDO JRYHUQPHQWV IRU
SXEOLF SURMHFWV� LQFOXGLQJ LQIUDVWUXFWXUH DQG VWUXFWXUDO UHIRUP �H�J�� SULYDWL]DWLRQ��

7KH %DQN
V SUHVLGHQW KDV DOZD\V EHHQ DQ $PHULFDQ� PRVW IDPRXVO\ 5REHUW 0F1DPDUD�
ZKR DUULYHG DIWHU VHUYLQJ DV VHFUHWDU\ RI GHIHQVH GXULQJ WKH 9LHWQDP EXLOGXS�
�0F1DPDUD
V WHQXUH VXUHO\ UHSUHVHQWV RQH RI WKH PRVW SURPLQHQW �JXLOW WULSV� LQ WKH SXEOLF
UHFRUG� DQG KLV DSSRLQWPHQW IXUWKHU SURRI RI /\QGRQ -RKQVRQ
V FRVPLF VHQVH RI KXPRU�� ,WV
FXUUHQW SUHVLGHQW� -DPHV :ROIHQVRKQ� FDPH IURP WKH LQYHVWPHQW ILUP KH IRXQGHG DQG KH�
OLNH 0F1DPDUD� KDV WDNHQ D VSHFLDO LQWHUHVW LQ WKH %DQN
V ZRUN RQ �SRYHUW\�� /RQJ FULWLFL]HG

E\ FRQVHUYDWLYHV IRU EHLQJ D �VWDWLVW� LQVWLWXWLRQ� WKH :RUOG %DQN FRPHV RXW RI WKH FORVHW LQ
WKH ���� :RUOG 'HYHORSPHQW 5HSRUW� +HUH LW DGYRFDWHV �HIIHFWLYH� VWDWHV� PHDQLQJ VWDWHV
WKDW XVH WKHLU FDSDELOLWLHV �WR PHHW VRFLHW\
V GHPDQG� IRU FROOHFWLYH JRRGV DQG YLJRURXV
EXUHDXFUDFLHV WKDW XVH WKHLU SRZHU IRU WKH SXEOLF LQWHUHVW� %XW LV WKLV FDOO IDOOLQJ RQ GHDI
HDUV DV ZH UHDFK WKH PLOOHQQLXP" $IWHU DOO� ZKR UHDOO\ FDUHV DERXW VWURQJ FHQWUDO
JRYHUQPHQWV DQ\PRUH"

7KXV� WKH GLVWLQJXLVKHG PLOLWDU\ KLVWRULDQ 0DUWLQ 9DQ &UHYHOG KDV UHFHQWO\ ZULWWHQ WKDW �WKH
6WDWH� ZKLFK VLQFH WKH 7UHDW\ RI :HVWSKDOLD ������ KDV EHHQ WKH PRVW LPSRUWDQW DQG PRVW
FKDUDFWHULVWLF RI DOO PRGHUQ LQVWLWXWLRQV� LV G\LQJ� :KHUHYHU ZH ORRN� H[LVWLQJ VWDWHV DUH
HLWKHU FRPELQLQJ LQWR ODUJHU FRPPXQLWLHV RU IDOOLQJ DSDUW������ 9DQ &UHYHOG �DQG KH LV QRW
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DORQH LQ WKLV� SRLQWV WR WKUHH IDFWRUV WKDW DUH XQGHUPLQLQJ WKH VWDWH
V FRQWLQXHG DELOLW\ WR
PRQRSROL]H WKH XVH RI FRHUFLYH IRUFH RYHU D JLYHQ WHUULWRU\� ILUVW� WKH HQG RI WKH &ROG :DU�
VHFRQG� WKH FROODSVH RI WKH SRVWZDU ZHOIDUH VWDWH� DQG WKLUG� JOREDO HFRQRPLF DQG
WHFKQRORJLFDO FKDQJH�

7KH HQG RI WKH &ROG :DU ZDV D GHFLVLYH HYHQW LQ VWDWH KLVWRU\ EHFDXVH LW VSHOOHG DQ HYHQ
ODUJHU GHYHORSPHQW� WKH HQG RI JUHDWSRZHU FRQIOLFW� )RU WKUHH FHQWXULHV� QDWLRQVWDWHV KDYH
GHYRWHG D JUHDW GHDO RI WLPH� HQHUJ\� DQG PRQH\ LQ ILJKWLQJ HDFK RWKHU� ,QGHHG� RQH RI
WKH UDWLRQDOHV IRU WKH FUHDWLRQ RI WKH PRGHUQ VWDWH ZDV LWV FDSDFLW\ WR UDLVH WURRSV DQG
SURGXFH ZHDSRQU\� LQ VKRUW� WR SURYLGH IRU FROOHFWLYH VHFXULW\� $V WKH SROLWLFDO VRFLRORJLVW
&KDUOHV 7LOO\ VDLG LQ D IDPRXV SKUDVH� �:DU PDGH WKH VWDWH� DQG WKH VWDWH PDGH ZDU��

1RZ� ZLWK WKH FROODSVH RI FRPPXQLVP DQG WKH 6RYLHW WKUHDW� WKH ZRUOG LV RQ LWV PRVW
SHDFHIXO SODQH LQ PRGHUQ KLVWRU\�� 7R EH VXUH� WKHUH DUH YLROHQW FRQIOLFWV DOPRVW
HYHU\ZKHUH� EXW LW PXVW EH HPSKDVL]HG WKDW QRQH RI WKHVH SLW WZR RU PRUH QXFOHDU VWDWHV
LQ D ILJKW WR WKH ILQLVK� 6XFK D FRQIOLFW KDV EHFRPH XQWKLQNDEOH� WR WKH FRQWUDU\� ZH QRZ
ZLWQHVV RQ D GDLO\ EDVLV VXFK RFFXUUHQFHV DV WKH 8QLWHG 6WDWHV DQG 5XVVLD ZRUNLQJ
WRJHWKHU RQ SHDFHNHHSLQJ RSHUDWLRQV� )XUWKHU� ZLWK WKH VSUHDG RI GHPRFUDF\� WKH
SRVVLELOLW\ RI ZDU DPRQJ JUHDW SRZHUV LV EHFRPLQJ HYHQ OHVV OLNHO\�

7KH HQG RI WKH &ROG :DU KDV WKHUHIRUH EURXJKW D VLJQLILFDQW GHFUHDVH LQ GHIHQVH VSHQGLQJ�
LQ DUPV VDOHV� DQG� PRUH JHQHUDOO\� LQ WKH GHPDQG IRU VWDWH VHUYLFHV� 1R ORQJHU FDQ WKH
JRYHUQPHQW EXLOG KLJKZD\V� IXQG UHVHDUFK DQG GHYHORSPHQW� RU HYHQ SD\ IRU WKH
HGXFDWLRQ RI JUDGXDWH VWXGHQWV RQ WKH EDVLV RI LWV �QDWLRQDO VHFXULW\� UHTXLUHPHQWV� ,I
QDWLRQDO VHFXULW\ KDV EHHQ� WR ERUURZ 6DPXHO -RKQVRQ
V SKUDVH� �WKH ODVW UHIXJH RI WKH
VFRXQGUHO�� WKDW UHIXJH LV QRZ GLVDSSHDULQJ�

+RZ /HJLWLPDWH ,V WKH :HOIDUH 6WDWH"

7KLV HPSKDVLV RQ WKH VWDWH
V UROH LQ PLOLWDU\ FRQIOLFW� KRZHYHU� ZRXOG VHHP WR PLVV DQ HYHQ
ODUJHU WUHQG� $IWHU DOO� VLQFH WKH HQG RI WKH 6HFRQG :RUOG :DU� WKH JUHDW VXUJH LQ SXEOLF
VSHQGLQJ KDV EHHQ LQ WKH DUHD RI �ZHOIDUH SURYLVLRQ�� EURDGO\ GHILQHG� %\ WKH ����V�
DFFRUGLQJ WR WKH :'5� �LQGXVWULDOFRXQWU\ JRYHUQPHQWV VSHQW PRUH WLPH PRYLQJ PRQH\
DURXQG WKH HFRQRP\ LQ WKH IRUP RI WUDQVIHUV DQG VXEVLGLHV WKDQ WKH\ VSHQW SURYLGLQJ
WUDGLWLRQDO SXEOLF JRRGV�� ,Q VKRUW� ZKLOH QDWLRQ�VWDWHV KDYH GHYRWHG FRQVLGHUDEOH
UHVRXUFHV WR ZDUIDUH� WKH\ ZHUH DOVR ZHOIDUH VWDWHV� DQG RYHU WLPH WKH IXQFWLRQV RI WKH
ODWWHU KDYH FRPH WR GRPLQDWH WKH SROLF\ DUHQD�

<HW LQ H[DPLQLQJ WKHVH WZR SULPDU\ VWDWH IXQFWLRQV� ZH VKRXOG UHFRJQL]H WKDW� IURP D
KLVWRULFDO SHUVSHFWLYH� WKH\ DUH LQWLPDWHO\ OLQNHG DQG HYHQ WRGD\ PD\ QRW EH GHFRXSOHG VR

HDVLO\� ,V LW D FRLQFLGHQFH WR ILQG WKDW WKH HQG RI WKH &ROG :DU LV DOVR DVVRFLDWHG ZLWK ULVLQJ
GRXEWV DERXW QRW MXVW WKH FRVW EXW DOVR WKH OHJLWLPDF\ RI WKH ZHOIDUH VWDWH" 7R EH VXUH�
FDOOV IRU ZHOIDUH VWDWH UHIRUP ZRXOG KDYH DULVHQ LQ DQ\ FDVH� WKH VSHFWHU RI DJLQJ
SRSXODWLRQV DQG D JURZLQJ EHOLHI DPRQJ WKH EHWWHU�RII WKDW WKH SRVWZDU ZHOIDUH VWDWH KDG
�IDLOHG�� DUH SURGXFLQJ LQH[RUDEOH SUHVVXUHV RQ JRYHUQPHQWV WR UHIRUP WKHLU WUDQVIHU
V\VWHPV �ZKLFK LV LURQLF VLQFH WKH PDLQ EHQHILFLDULHV RI WKH ZHOIDUH VWDWH KDYH EHHQ WKHVH
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YHU\ JURXSV� DOWKRXJK WKH\ DUH KDUGO\ WKH WDUJHW RI FXUUHQW SROLF\ FKDQJHV��� ,Q WKH HYHQW�
GUDPDWLF SROLF\ FKDQJHV KDYH DOUHDG\ RFFXUUHG� DQG DV D UHVXOW ZH QRZ ILQG WKDW LQFRPH
LQHTXDOLW\ LV JURZLQJ DURXQG WKH ZRUOG� ZLWK WKH ULFK EHFRPLQJ VLJQLILFDQWO\ ULFKHU�

6WLOO� WKH ODUJHU SROLWLFDO FRQWH[W UHPDLQV LPSRUWDQW� DQG ZH VKRXOG UHFDOO WKDW WKH SRVWZDU

ZHOIDUH VWDWH DURVH LQ WKH FDSLWDOLVW :HVW RQ WKH DVKHV RI WKH 6HFRQG :RUOG :DU DQG XQGHU
WKH VKDGRZ RI WKH 6RYLHW 8QLRQ� :HVWHUQ OHDGHUV KDG OHDUQHG IURP WKH 1D]L DQG %ROVKHYLN

H[SHULHQFHV WKDW VRFLDO LQVXUDQFH ZDV D FULWLFDO HOHPHQW LQ HDVLQJ GRPHVWLF VRFLDO WHQVLRQV

DQG EXLOGLQJ D PDFKLQH IRU PDVV WURRS PRELOL]DWLRQ� $V (GZDUG 3KHODQ RI WKH
,QWHUQDWLRQDO /DERU 2UJDQL]DWLRQ WROG D &ROXPELD 8QLYHUVLW\ DXGLHQFH LQ ����� �*HUPDQ\

SUHSDUHG IRU ZDU� QRW RQO\ PLOLWDULO\ DQG LQGXVWULDOO\� EXW DOVR VRFLDOO\� ,WV VRFLDO PDFKLQH�
ZKHQ SODFHG DW WKH VHUYLFH RI PLOLWDU\ FRQTXHVW� KDV EHHQ UHYLVHG� OXEULFDWHG DQG
SHUIHFWHG LQ HYHU\ SDUW������

,Q WLPH� WKH $OOLHV ZRXOG DOVR VHH WKH QHFHVVLW\ WR GHYHORS VRFLDO LQVXUDQFH SURJUDPV DV
SDUW DQG SDUFHO RI WKH ZDU HIIRUW� 7KXV� LQ %ULWDLQ 6LU :LOOLDP %HYHULGJH FKDLUHG WKH
&RPPLWWHH RQ 6RFLDO ,QVXUDQFH DQG $OOLHG 6HUYLFHV ZKRVH UHSRUW ZRXOG EHDU KLV QDPH� 7KH
�%HYHULGJH 5HSRUW� KDV JRQH LQWR KLVWRU\ DV WKH IRXQGDWLRQ GRFXPHQW RI WKH PRGHUQ
ZHOIDUH VWDWH� �,Q IDFW� LW ZDV LQ ZDUWLPH %ULWDLQ WKDW $UFKELVKRS 7HPSOH FRLQHG WKH SKUDVH
�ZHOIDUH VWDWH� WR PDUN WKH FRQWUDVW ZLWK +LWOHU
V �ZDUIDUH VWDWH��� %HYHULGJH HPSKDVL]HG
WKDW �HDFK LQGLYLGXDO LV PRUH OLNHO\ WR FRQFHQWUDWH XSRQ KLV ZDU HIIRUW LI KH IHHOV WKDW KLV
*RYHUQPHQW ZLOO EH UHDG\ LQ WLPH ZLWK SODQV IRU D EHWWHU ZRUOG�����

5HFDOOLQJ WKDW DIWHU WKH )LUVW :RUOG :DU PDQ\ UHWXUQLQJ YHWHUDQV EURXJKW KRPH UDGLFDO
DQG IULJKWHQLQJ LGHDV IURP WKH EDWWOHILHOG� %HYHULGJH DQG KLV FROOHDJXHV ZHUH GHWHUPLQHG
WR FXVKLRQ FDSLWDOLVP
V KDUGVKLSV �WKH ULVNV DQG XQFHUWDLQWLHV DVVRFLDWHG ZLWK FKDQJHV LQ

PDUNHW SHUIRUPDQFH�ZLWK JHQHURXV ZHOIDUH SURJUDPV�

6LPLODUO\� LQ WKH 8QLWHG 6WDWHV� WKH SRVWZDU �(PSOR\PHQW $FW� DQG WKH �*, %LOO� ZHUH
SURGXFWV RI WKHVH ZDUWLPH DQG 'HSUHVVLRQ�HUD OHVVRQV OHDYHQHG E\ D KHDOWK\ IHDU RI 6RYLHW
FRPPXQLVP� 7KXV� DFFRUGLQJ WR :DOWHU *RRGPDQ� ZULWLQJ LQ WKH 1HZ <RUN 7LPHV� WKH *,

%LOO ZDV �SURPSWHG LQ SDUW E\ XQHDVH OHVW WKH UHWXUQ RI VR PDQ\ EDWWOHWRXJKHQHG YHWHUDQV
ZLWKRXW IXWXUHV EH DFFRPSDQLHG E\ SROLWLFDO YRODWLOLW\� PHPRULHV RI WKH IDVFLVW DQG
&RPPXQLVW PRYHPHQWV WKDW FDPH RXW RI :RUOG :DU , ZHUH VWLOO GLVWXUELQJO\ IUHVK��
 :KHQ
YLHZHG LQ WKLV OLJKW� ZH VHH WKDW ZHOIDUH VWDWH SROLFLHV ZHUH QRW FKDULW\ LQ JRYHUQPHQW
FORWKLQJ EXW UDWKHU D SROLWLFDO DGDSWDWLRQ WR WKH H[LJHQFLHV SRVHG E\ GRPHVWLF FRQIOLFW RQ
WKH RQH KDQG DQG LQWHUQDWLRQDO YLROHQFH RQ WKH RWKHU�

7KH �EHDXW\� RI WKH WUDQVQDWLRQDO 6RYLHW WKUHDW ZDV WKDW LW IHG ERWK WKH FDSLWDOLVW ZHOIDUH
DQG ZDUIDUH VWDWHV� 7KH LQVLGLRXV QDWXUH RI GRPHVWLF FRPPXQLVW SROLWLFDO SDUWLHV DQG ODERU
PRYHPHQWV SXVKHG FDSLWDOLVW VWDWHV WR GHYHORS JHQHURXV ZHOIDUH SURJUDPV� WKH PDVVLYH
5HG $UP\ DQG 6SXWQLN�FDSDEOH GHIHQVHLQGXVWULDO FRPSOH[ PHDQW WKDW FDSLWDOLVW VWDWHV KDG
WR KRQH WKHLU ZDUPDNLQJ FDSDFLW\ DV ZHOO� 7KXV� WKH FROODSVH RI WKH 6RYLHW 8QLRQ PD\ KDYH
EURXJKW GRZQ ZLWK LW QRW RQH EXW WZR JUHDW SLOODUV RI SRVWZDU FDSLWDOLVW VWDWH H[SDQVLRQ�
ZDUIDUH DQG ZHOIDUH�
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7KH $PHULFDQ 3URMHFW

7KH QHW HIIHFW RI WKH &ROG :DU
V HQG RQ GRPHVWLF SROLWLFV LQ WKH :HVW LV VWLOO ODUJHO\
XQNQRZQ�EXW WKH LPSDFW RQ WKH LQWHUQDWLRQDO V\VWHP ZDV LPPHGLDWHO\ SDOSDEOH� ,W KDV
PHDQW WKH HQG RI ELSRODULW\ DQG XVKHUHG LQ DQ DJH LQ ZKLFK WKH 8QLWHG 6WDWHV LV WKH VLQJOH
GRPLQDQW SRZHU� 7KLV PHDQV WKDW PDQ\ RI $PHULFD
V PRVW FKHULVKHG SURMHFWV IRU WKH
ZRUOG� RQFH VW\PLHG E\ WKH 6RYLHW EORF� DUH QRZ UDSLGO\ DGYDQFLQJ� 2I WKRVH� QRQH LV
JUHDWHU WKDQ HFRQRPLF JOREDOL]DWLRQ�

'XULQJ WKH &ROG :DU� DQG DV SDUW RI LWV EURDGHU JUDQG VWUDWHJ\� WKH 8QLWHG 6WDWHV KDG
IDVKLRQHG DQ LQWHUQDWLRQDO HFRQRP\ WKDW ZDV OLPLWHG WR WKH :HVWHUQ DOOLHV DQG
QRQFRPPXQLVW GHYHORSLQJ FRXQWULHV� 7KH FRPPXQLVW ZRUOG ZDV QRW MXVW H[FOXGHG� LW ZDV
WKH REMHFW RI HFRQRPLF ZDUIDUH� ZKLFK OHG WR WKH VWUHQJWKHQLQJ RI WKH FDSLWDOLVW VWDWH LQ
WKH HFRQRPLF DUHQD� $ ZLGH YDULHW\ RI LQVWLWXWLRQV ZHUH WKXV FUHDWHG WR UHJXODWH HFRQRPLF
EHKDYLRU LQ WKH VHUYLFH RI WKDW JUDQG VWUDWHJ\�WKH ZKROH RUJDQL]DWLRQDO DSSDUDWXV WKDW
FRQWUROOHG LPSRUWV� H[SRUWV� IRUHLJQ DLG� UDZ PDWHULDO VWRFNSLOHV� DQG VR IRUWK� 7KLV SODFHG
ILUP FRQWUROV RQ JOREDOL]DWLRQ� PDNLQJ WKH V\VWHP PXFK PRUH PDQDJHDEOH�

%H\RQG WKDW� RXU SRVWZDU OHDGHUV KDG �OHDUQHG� IURP KLVWRU\ WKDW WKH VWDWH PXVW SOD\ D
SRZHUIXO PHGLDWLQJ UROH EHWZHHQ WKH LQWHUQDWLRQDO DQG GRPHVWLF HFRQRPLHV� 3RVWZDU
:HVWHUQ OHDGHUV�DPRQJ WKHP WKH %ULWLVK HFRQRPLVW -RKQ 0D\QDUG .H\QHV�KDG GUDZQ IURP
WKH H[SHULHQFH RI QLQHWHHQWKFHQWXU\ %ULWLVK�VSRQVRUHG JOREDOL]DWLRQ WKDW XQUHJXODWHG IUHH
PDUNHWV�HVSHFLDOO\ IUHH ODERU PDUNHWV�PXVW KDYH VHYHUH FRQVHTXHQFHV IRU VRFLDO DQG
SROLWLFDO VWDELOLW\� DQG WKXV IRU WKH WKUHDW RI UHYROXWLRQ DQG ZDU� 7KLV ZDV WKH JUHDW VWRU\ RI
WKH ULVH DQG IDOO RI WKH QLQHWHHQWK�FHQWXU\ PDUNHW HFRQRP\�

7KH ZRUOG OHDGHUV ZKR PHW DW %UHWWRQ :RRGV LQ ���� WKXV ZDQWHG WR HQVXUH WKDW WKH

VWDWH ZRXOG DFW DV DUELWHU EHWZHHQ WKH JOREDO IRUFHV JHQHUDWHG E\ WUDGH DQG ILQDQFLDO
PRYHPHQWV DQG WKHLU GRPHVWLF VRFLHWLHV� $OO WKH PDMRU LQWHUQDWLRQDO LQVWLWXWLRQVWKH

*HQHUDO $JUHHPHQW RQ 7DULIIV DQG 7UDGH� WKH ,QWHUQDWLRQDO 0RQHWDU\ )XQG� DQG WKH :RUOG
%DQN�JDYH WKH QDWLRQ�VWDWH SULGH RI SODFH LQ HFRQRPLF SROLF\PDNLQJ� 1RERG\ DW WKDW WLPH
FRXOG KDYH SUHGLFWHG WKH FKDQJHV WKDW ZRXOG� E\ WKH PLOOHQQLXP� SODFH LQ GRXEW WKH

FRQWLQXHG YLDELOLW\ RI VWDWH VWUXFWXUHV�

7RGD\� WKHQ� ZH ILQG WKH %DQN FRPLQJ KRPH WR LWV URRWV LQ WKH QDWLRQ�VWDWH� %XW WKH VWDWH
LW UHWXUQV WR LV D IDU FU\ IURP WKH SRZHUIXO� ZDUWLPH QDWLRQV WKDW FUHDWHG LW� RU WKH
IOHGJOLQJ� SRVWFRORQLDO VWDWHV WKDW QHHGHG LWV JXLGDQFH DQG PRQH\ IRU GHYHORSPHQW� )RU�
DV WKLV EULHI UHYLHZ VXJJHVWV� WKH SUREOHP RI WKH FRQWHPSRUDU\ QDWLRQ�VWDWH LV
IXQGDPHQWDO� LW FRQFHUQV QRWKLQJ OHVV WKDQ LWV UDLVRQ G
HWUH�

%DQNLQJ RQ WKH 6WDWH

&XULRXVO\� WKH %DQN RSHQV LWV UHSRUW E\ VXJJHVWLQJ WKDW �WRGD\
V LQWHQVH IRFXV RQ WKH VWDWH
V
UROH LV UHPLQLVFHQW RI DQ HDUOLHU HUD� ZKHQ WKH ZRUOG ZDV HPHUJLQJ IURP WKH UDYDJHV RI
:RUOG :DU ,,����� %XW WKDW LV KDUGO\ WKH FDVH� ,Q ����� VWDWHV ZHUH HPHUJLQJ IURP D KDOI�
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FHQWXU\ RI ZRUOG ZDU� UHYROXWLRQ� DQG HFRQRPLF GHSUHVVLRQ� 0LOOLRQV KDG GLHG LQ WKH QDPH
RI WKH VWDWH� *RYHUQPHQWV RZHG WKHLU FLWL]HQV IRU WKH VDFULILFHV WKH\ KDG PDGH� 3HRSOH
ZHUH GXH D ZLGH DUUD\ RI VRFLDO VHUYLFHV DV SDUWLDO FRPSHQVDWLRQ IRU WKH JHQHUDWLRQV RI
VXIIHULQJ WKDW KDG EHHQ HQGXUHG�

7KH SDVW �� \HDUV� KRZHYHU� KDYH DOWHUHG WKH VWDWH� 7KH SRVWZDU VWUXJJOH EHWZHHQ
FDSLWDOLVP DQG FRPPXQLVP� IRU H[DPSOH� QHYHU HUXSWHG LQWR YLROHQFH DW WKH �FHQWHU��
3HULSKHUDO FRQIOLFWV RFFXUUHG� EXW UDWKHU WKDQ HQIRUFH VWDWH DXWKRULW\ WKHVH ZDUV�LQ
9LHWQDP DQG $IJKDQLVWDQ� DPRQJ RWKHU SODFHV�FDOOHG 0RVFRZ
V DQG :DVKLQJWRQ
V SROLFLHV
LQWR TXHVWLRQ� ,Q VKRUW� VWDWH DXWKRULW\ ZDV ZHDNHQLQJ HYHQ EHIRUH WKH &ROG :DU
V HQG�

)XUWKHU� WKH SRVWFRORQLDO H[SHULHQFHQRZ �� \HDUV DORQJ�SURGXFHG GHFLGHGO\ PL[HG UHVXOWV

DURXQG WKH ZRUOG� IRU D YDULHW\ RI VRFLDO� SROLWLFDO� HFRQRPLF� DQG JHRJUDSKLF UHDVRQV�
6RPH RI WKH VWDWHV FDUYHG RXW RI WKH (XURSHDQ HPSLUHV ZHUH SUREDEO\ QRW YLDEOH IURP WKH
RXWVHW� WKH\ ODFNHG QDWXUDO UHVRXUFHV DQG DFFHVV WR WKH VHD� DQG ZHUH SODJXHG E\ KLJK

UDWHV RI LOOLWHUDF\� SRRU KHDOWK FDUH� DQG D ZLGH YDULHW\ RI VRFLDO DQG SROLWLFDO LOOV�

$W WKH VDPH WLPH� PDQ\ RI WKHVH VWDWHV ZHUH SRRUO\ VHUYHG E\ OHDGHUV ZKRVH FRUUXSWLRQ
DQG JUHHG VLPSO\ NQHZ QR ERXQGV� $JDLQ� WKLV H[SHULHQFH UDLVHV WKH SDLQIXO TXHVWLRQ RI
ZKHWKHU WKH :HVWSKDOLDQ VWDWH LV UHDOO\ WKH RUJDQL]DWLRQDO IRUP EHVW VXLWHG WR WDFNOH WKH
SUREOHPV IDFLQJ PDQ\ SRSXODWLRQ JURXSV�

7KDW EHLQJ VDLG� WKH %DQN ZDQWV WR PDNH WKH FDVH WKDW WKH VWDWH VWLOO KDV LPSRUWDQW
IXQFWLRQV WR IXOILOO� 7KHVH UDQJH IURP �PLQLPDO� WR �DFWLYLVW� IXQFWLRQV LQ �DGGUHVVLQJ PDUNHW
IDLOXUH�� RQ WKH RQH KDQG� DQG �LPSURYLQJ HTXLW\� RQ WKH RWKHU� 7KH %DQN
V PDWUL[ RI VWDWH
IXQFWLRQV UDLVHV DOO VRUWV RI TXHVWLRQV DERXW ZKDW LV UHDOO\ GULYLQJ LWV DQDO\VLV�

)RU H[DPSOH� WKH %DQN FODLPV WKDW D VWDWH
V �PLQLPDO IXQFWLRQV� LQFOXGH �DQWLSRYHUW\
SURJUDPV�� 7KLV VXJJHVWV D GHILQLWLRQ RI �PLQLPDO� WKDW JRHV ZHOO EH\RQG WKH �QLJKW
ZDWFKPDQ� VWDWH IDPLOLDU WR OLEHUWDULDQ WKHRULVWV� ,Q WKDW ZRUOG� WKH VWDWH
V UROH LV OLPLWHG WR
SURYLGLQJ ODZ DQG RUGHU DQG QDWLRQDO VHFXULW\� :KDW MXVWLILFDWLRQ FDQ EH SURYLGHG IRU
UHTXLULQJ WKDW HYHQ D PLQLPDO VWDWH IRUPXODWH DQWLSRYHUW\ SURJUDPV" 'RHV WKLV QRW JR
DJDLQVW LWV PHVVDJH RI PDWFKLQJ JRDOV WR FDSDELOLWLHV"

8VLQJ WKH %DQN
V UDWLRQDOLVW PHWKRGRORJ\ IRU HYDOXDWLQJ SROLF\PDNLQJ� ZKLFK IRFXVHV RQ
WKH PD[LPL]LQJ EHKDYLRU RI VHOILQWHUHVWHG DFWRUV� ZH FDQ RQO\ FRQFOXGH WKDW LW LV LQ WKH
%DQN
V LQWHUHVW WR FDOO DQWLSRYHUW\ SURJUDPV D PLQLPDO VWDWH IXQFWLRQ� 6LQFH PDQ\ RI WKH
VWDWHV WKDW WKH %DQN GHDOV ZLWK LQ $IULFD DQG HOVHZKHUH DUH LQGHHG PLQLPDO� DQG KDUGO\
FDSDEOH RI IRUPXODWLQJ� PXFK OHVV H[HFXWLQJ� DQWLSRYHUW\ SURJUDPV� WKLV UHTXLUHPHQW
VHHPV DOPRVW ODXJKDEOH� %XW VLQFH WKH %DQN KDV QR UROH WR SOD\ LQ SURYLGLQJ ODZ DQG RUGHU
RU QDWLRQDO VHFXULW\� LW FDQ RQO\ GHIHQG LWV H[LVWHQFH HYHU\ZKHUH E\ PDNLQJ FODLPV IRU WKH
XQLYHUVDO LPSRUWDQFH RI DQWLSRYHUW\ SURJUDPV� LQ ZKLFK LW SUHVXPDEO\ KDV H[SHUWLVH� ,Q
VKRUW� WKH %DQN KDV SURYLGHG D OLVW RI VWDWH IXQFWLRQV WKDW DUH LQ LWV RZQ LQWHUHVW WR
SURPRWH�

6LPLODUO\� WKH %DQN WHOOV XV WKDW �LQWHUPHGLDWH� DQG �DFWLYLVW� IXQFWLRQV RI WKH VWDWH LQFOXGH
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VXFK WDVNV DV SURYLGLQJ VRFLDO LQVXUDQFH DQG HYHQ DVVHW UHGLVWULEXWLRQ� $JDLQ� ZK\ WKHVH

PXVW EH FRQVLGHUHG VWDWH IXQFWLRQV LV QHYHU IXOO\ H[SOLFDWHG� :H NQRZ WKDW KLVWRULFDOO\
VWDWHV GLG QRW VHH WKHVH IXQFWLRQV DV WKHLU UHVSRQVLELOLW\� 7R WKH H[WHQW WKDW WKH\ KDYH
EHFRPH DVVRFLDWHG ZLWK WKH VWDWH� WKLV KDV EHHQ WKH UHVXOW RI SURWUDFWHG GRPHVWLF SROLWLFDO
VWUXJJOH� QRW WKH JLIW RI HQOLJKWHQHG EXUHDXFUDWV� ,QGHHG WRGD\ ZH ILQG PDQ\ HOHFWHG
RIILFLDOV DQG EXUHDXFUDWV XQGHU SUHVVXUH WR FXW WKHVH YHU\ UHGLVWULEXWLYH SURJUDPV WR WKH
ERQH�

:KHQ �*RRG� 3ROLFLHV $UH 1RW (QRXJK

7KLV UDLVHV WKH ODUJHU TXHVWLRQ LQWURGXFHG DW WKH RXWVHW RI WKLV HVVD\� ZKDW LV WKH UROH RI
WKH VWDWH LQ D JOREDO HFRQRP\" 7KH :RUOG 'HYHORSPHQW 5HSRUW PDNHV SDVVLQJ UHIHUHQFH WR
WKH �FKDOOHQJHV� SRVHG E\ JOREDOL]DWLRQ� EXW QRZKHUH GRHV LW DWWHPSW WR ZUHVWOH ZLWK WKH
SUREOHP LQ UHDO SROLF\ WHUPV� ,W LV QRW HQRXJK WR VD\ WKDW VWDWHV QHHG WR DGRSW �JRRG
SROLFLHV�� VLQFH HYHQ JRRG SROLFLHV PD\ EH YLHZHG DV EDG E\ WKH LQWHUQDWLRQDO FDSLWDO
PDUNHWV� ,Q IDFW� LW ZRXOG EH YHU\ GLIILFXOW WR GHILQH D VHW RI VRFLDO SROLFLHV WKDW ZRXOG PHHW
ERWK GRPHVWLF SROLWLFDO UHTXLUHPHQWV DQG WKH GLFWDWHV RI LQWHUQDWLRQDO ILQDQFH�
,QWHUQDWLRQDO ILQDQFH� ZLWK LWV VKRUWWHUP RXWORRN� PLJKW IDYRU FXWWLQJ VRFLDO SROLFLHV VR
GHHSO\ �VD\ LQ RUGHU WR HOLPLQDWH EXGJHW GHILFLWV� WKDW GRPHVWLF XQUHVW UHVXOWV� 7KLV� LQ IDFW�
KDV EHHQ WKH SRVW����� H[SHULHQFH RI PDQ\ /DWLQ $PHULFDQ FRXQWULHV� DQG WKH MXU\ LV VWLOO
RXW DV WR ZKHWKHU WKLV SDLQIXO PHGLFLQH ZLOO UHVWRUH WKH SDWLHQW� ,Q WKH PHDQWLPH� ZH GR
NQRZ WKDW LW KDV HQULFKHG WKH ZHDOWK\ ZKLOH WKH SRRU VWLOO ZDLW IRU VRPHWKLQJ WR WULFNOH
GRZQ�

7KLV SUREOHP KDV DOUHDG\ EHHQ UHFRJQL]HG E\ WKH ,QWHUQDWLRQDO 0RQHWDU\ )XQG� ,Q D UHFHQW
UHSRUW� WKH ,0) PDNHV QR HIIRUW WR PDVN WKH SUREOHPV IDFLQJ JRYHUQPHQWV WKDW VHHN WR
UHGLVWULEXWH LQFRPH RU SURYLGH RWKHU VRFLDO SURJUDPV RQ WKH EDFNV RI WD[SD\HUV� ,W VWDWHV
FOHDUO\ WKDW �JOREDOL]DWLRQ PD\ EH H[SHFWHG WR LQFUHDVLQJO\ FRQVWUDLQ JRYHUQPHQWV
 FKRLFH
RI WD[ VWUXFWXUHV���� ,QWHUQDWLRQDOO\ PRELOH IDFWRUV RI SURGXFWLRQ�� FDQ PRUH HDVLO\ DYRLG
WD[HV OHYLHG LQ SDUWLFXODU FRXQWULHV������

<HW ZKHQ FRQIURQWHG ZLWK WKLV VDPH SUREOHP� WKH :RUOG %DQN REOLTXHO\ WHOOV XV WKDW
�PDQDJLQJ WKH ULVN RI FDSLWDO IOLJKW��� KDV EHHQ D FKDOOHQJH IRU PRVW GHYHORSLQJ FRXQWULHV��
,WV VROXWLRQ GRHV QRW JR EH\RQG WKH REYLRXV� LQFOXGLQJ WKH IRUPXODWLRQ RI �SUXGHQW ILVFDO
SROLFLHV� DQG �FUHGLEOH PRQHWDU\ DQG H[FKDQJH UDWH UHJLPHV�� (DVW $VLD� ZH VKRXOG QRWH�
ZDV ZLGHO\ DSSODXGHG IRU ERWK WKHVH WKLQJV EHIRUH WKH ILQDQFLDO FULVLV WKDW VZHSW LW LQ ODWH
�����

7KDW H[SHULHQFH OHDGV WR WKH WURXEOLQJ TXHVWLRQ� :KDW LI HYHQ �JRRG� SROLFLHV DUH QRW
HQRXJK WR EULQJ DERXW GRPHVWLF VWDELOLW\" :KDW LI HYHQ WKH �EHVW� JRYHUQPHQWV ILQG
WKHPVHOYHV XQDEOH WR PHHW QDWLRQDO REMHFWLYHV LQ D JOREDO HFRQRP\" 7KHVH DUH WKH VRUWV RI
TXHVWLRQV WKDW DUH RQ WKH WRQJXHV RI RIILFLDOV DURXQG WKH ZRUOG� %XW WKH %DQN KDV UHIXVHG
WR DVN WKHVH TXHVWLRQV� PXFK OHVV DQVZHU WKHP�

:KDW �0LUDFOH�� :KDW �0RGHO�"
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7KH ���� :RUOG 'HYHORSPHQW 5HSRUW LV DQ H[FHSWLRQDO DUWLIDFW� ,W SUHVHQWV WKH ODWHVW
UDWLRQDOLVWLF DFFRXQW RI WKH QDWLRQ�VWDWH DW D WLPH ZKHQ WKH ODWWHU
V FRQWLQXHG YLDELOLW\ LV LQ
GRXEW� ,W SUHVHQWV VRXQG� FRPPRQVHQVH DGYLFH WR SROLF\PDNHUV� SHSSHUHG ZLWK H[DPSOHV

RI JRRG JRYHUQDQFH IURP DURXQG WKH ZRUOG� /LNH 0DFKLDYHOOL� WKH %DQN LV PDNLQJ D SOHD WR
LWV FOLHQWV WR DGRSW �EHVW SUDFWLFHV��RU HOVH�

%XW WKHUHLQ OLHV WKH UXE� ,I WKH (DVW $VLDQ H[SHULHQFH WHDFKHV �EDG� JRYHUQPHQWV WKDW HYHQ
�JRRG� JRYHUQPHQWV IDLO ZKHQ JOREDOL]DWLRQ JHWV WKH XSSHU KDQG� LW ZLOO EHFRPH DOO WKH
PRUH GLIILFXOW IRU WKH %DQN WR JHW LWV PHVVDJH DFURVV� 7R EH VXUH� ZH FDQ LPDJLQH :RUOG
%DQNHUV LQ FDSLWDOV HYHU\ZKHUH QRZ H[SODLQLQJ WKDW (DVW $VLD
V SUREOHPV ZHUH GXH WR
FRUUXSW ILQDQFLDOLQGXVWULDO VWUXFWXUHV� FRXSOHG ZLWK DQ DEVHQFH RI EDQNLQJ UHJXODWLRQ� EXW
WKH UHSO\ ZLOO EH� �:HOO ZK\ GLGQ
W \RX SRLQW RXW WKH SUREOHPV VRRQHU" :K\ GLG \RX
FRQVLVWHQWO\ DSSODXG (DVW $VLD� FDOOLQJ LW ERWK D 
PLUDFOH
 DQG D 
PRGHO
"� 7KH IDLOXUH RI RXU
LQWHUQDWLRQDO HFRQRPLF SROLF\PDNHUV WR UHFRJQL]H $VLD
V SUREOHPV VRRQHU VKRXOG SURYLGH
JRRG MRXUQDOLVWLF JULVW IRU \HDUV WR FRPH�

$QG WKLV SRLQWV WR DQ HYHQ PRUH WURXEOLQJ FRQFOXVLRQ� :KDW LI ZH GLVFRYHU� DIWHU DOO� WKDW
%DQN RIILFLDOV ZHUH DZDUH RI (DVW $VLD
V JURZLQJ GLIILFXOWLHV EXW IDLOHG WR DFW VRRQHU IRU
UHDVRQV RI RUJDQL]DWLRQDO SROLWLFV" :RUOG %DQNHUV� DIWHU DOO� DUH VRSKLVWLFDWHG LQGLYLGXDOV�
ZLWK ORWV RI ILHOG H[SHULHQFH� WKH\ WHQG WR NQRZ ZKDW LV KDSSHQLQJ LQ WKHLU UHJLRQV� 7KH
SUREOHP LV WKDW WKHLU YLHZV PD\ QHYHU PDNH LW WKURXJK KHDGTXDUWHUV WR EHFRPH SXEOLF
LQIRUPDWLRQ� 7KLV VXJJHVWV WKDW RQH HVVHQWLDO WDVN IRU WKH %DQN JRLQJ IRUZDUG LV WR SHUPLW
LWV RIILFLDOV WR VSHDN WUXWK WR SRZHU EHIRUH� QRW DIWHU� WKH IDFW�

%XW LV WKLV SRVVLEOH" 7KH %DQN� DIWHU DOO� LV D FUHDWXUH RI VWDWHV� LW LV WKHLU FOLHQW� +RZ PXFK
DXWRQRP\ GRHV LW KDYH LQ LWV DQDO\VLV DQG RSHUDWLRQV" +RZ IDU FDQ WKH %DQN
V PDQDJHPHQW
JR LQ UDLVLQJ WKH PRVW LPSRUWDQW LVVXHV IDFLQJ WKH JOREDO HFRQRP\" 7KH :RUOG
'HYHORSPHQW 5HSRUW SURYLGHV D KRSHIXO VLJQ WKDW WKH %DQN LV QRZ VHHNLQJ WR �SXVK WKH
HQYHORSH�� LI RQO\ PHHNO\� 1RQHWKHOHVV� JLYHQ WKH JUHDW WXUPRLO DQG XQFHUWDLQW\ DVVRFLDWHG
ZLWK WKH ZRUOG HFRQRP\� LW ZLOO KDYH WR JR PXFK IXUWKHU LI LW VHHNV WR SURYLGH XVHIXO
JXLGDQFH�PXFK OHVV UHDVVXUDQFH�WR LWV FOLHQWV�

1RWHV

�� $ODQ %OLQGHU� �,V *RYHUQPHQW 7RR 3ROLWLFDO"� )RUHLJQ $IIDLUV �� �1RYHPEHU�'HFHPEHU ������ SS� �������

�� )DUHHG =DNDULD� �7KH 5LVH RI ,OOLEHUDO 'HPRFUDF\�� )RUHLJQ $IIDLUV �� �1RYHPEHU�'HFHPEHU ������ SS� ���
���
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